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Hon, Wilson T. Wright
- Arlzona Corporation Commission

" Phoenix, Arizona.

October 22, 1948.

LIBRARY
T GENERL

Capiltol Annax

Dear lir. Wright:

SHOW T.0W WATER MEMORANDUM

- GENERATL "BACKGROUID s

-, Tho.records of the Arizona Corporation Gommission

'1ndicate'that the people of Show Low have suffered from spo-
. radic -service, freguent breakdowns, lnadequate supply, largs=

1y uvndrinksble and sometimes unsafe water sinée the summer of
1944, | |

The records further indicate ﬁhat the water company

~concerned (Heywood Utilities, Inc. snd its predecessor) has
engaged in a series of failures and half failures to comply

with the orders of the Commnlssion to increasse and improve thair

‘service, culminating in the testimony a few months ago by Yates

Heywood to the effect that the utility had no intention of
complying with the Commissiont!s orders, '

: - The last hearing coﬁcerning this hatter was held
October 18, 1948, in Show Low on the subject of the utility's

. application for an increase 1in rates. At that hearing it was
‘brought out .that very little of the property.of the:company

1s in the company's name, but 1nstead, title 1s held largely
in the hands of members of the Heywood family; that even the
water shares by and through which the company secures its
water are held in the name of a member of the Heywood family
and not the company. Previous records show that much of the
pipe line 18 privately owned by other townspeoplse and much

- more owned. by the Heywoods has besn privately financed by _
various of the users. It was also brought out thiat although .

the company claimed it needed an increase of rates in order
to'begin opsrating at a profit, actually a part of the in-
croase was intended to be used for plant expansion and the

remainder to interest outside capltal to finance the rest of
~thls expansion by putting present operations on a more profit-

abls basis, Further, it was shown that in spite of the fact
that the company purports to be losing money, other townspeople
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seemed at one time to be willing to buy the company, undergo
. Yhe ‘oxpenss of major improvements (such as changing the source
”'of3théVﬁétérﬁsupply,and‘digging wells therefor) -end operate &t
the 'same’ rates, which they estimated would give thiem ample profit
on their investment, Their present intentions, the extent of '

- thelr.research .end -nemes of the parties concerned; -however,

‘woré not revealed. Finally, from the records of the Corpor-
ation Commission it 1s evident that the rates elready charged

- by the utility are in the top 10% for rates of water companies
~of similar size around thoe State. R e T

.- The Commission postponed its decision on the rate

dncrease until it had the opportunity to take the matter

under advisement. Then, on October 21, 1948, in Phoenix,

the Commission instructed the Attorney General's Office to
dravi an order denying, for the present, the 'petition for

rate increass until such time as more information could be
galned toward a final solution, end to take any and all other -
- necossary steps to ald the poople of Show Low in adcéomplisli-
~.ing some. final and satigfactory solution to their problems
in-this regard. -~ = . | |

Still pending 1s Decision #18267 of the Commission,
imposing a fine of $500.00 upon Yates Heywood, as Manager of
Heywood Utilitles, Inc., for being in contempt end disobeying
orders of the Commission, and also canceling the Certificate
of Convenience and Necessity heretofore 1ssued to Heywood
"Utilities, Inc. ' ' _ -

_ . At the request and upon the advice of:the Attorney
‘General's Office, the effective date of this decision was
‘extonded to November 4, 1948. And, on July 23, 1948, Heywood
Utilitles, Inc. filed an application for rehearing on the
subject of Decision #18267 above, which application is still

pending.

 PHYSICAL PROBLIM

~ The present source of water 1s from springs in

~ Lakeslde through open ditches to Show Low, Various County

- Sanitarians, the Heywoods, interested townspeople and others

~agreo that with. these open ditches running through cow .
‘pastures, etc., Show Low can never be assursd of* & ‘sanitary
and safe supply of water and that the only final solution
is the dlgging of a woll or wells in Show Low,

48-164



"Y
- ._\
N~

;Hbg@@Wilﬁon"T.fWright' | i - Page Three.
- +Arlzona Oorporation Commission . October 22, 1948

-Lnﬂaddiyidh, thé‘town 13 serviced by 1-1/2" and 2%

. maidns which,. at.peak periods, have insufficient carrying
.. capaoity to supply the needs of the town and still have
~enough water left over to .supply the west-ond, the "hili%., =
‘Thils shortage is further intensified by the lack of sufficient
v storage and” stardby facilities in terms of tanks, puiips, etce,
'....8nd the inadequacy of upkeep and repair on the present
facllitlesy _ o ;

“f?RESEHT,EONDITION’;'

ffﬁlhifiﬁéfpnesent'time“the,watef seemé-élearerfth%ng__

_usuélgdue,tojphe efforts of no one but Mother Nature eand
. chence in that the ditches are, temporarily at least; in
" 'good conditions L : '

... . Yates Hoyyood has lately employed ‘an aparator .and
overseer, who is apparently doing the best Job he can to keep

the.-system, -such as it is, in working order.

L Yates Heyﬁood hasrintereated a Mr. White in putﬁing
up the capltal to finance a well digging opsration and finally -
take over ownership of the entire utility, all contingent, - -

however, on the present application for rate increase being -
granted, . - T ' ' ' o -

© RECOMVENDATIONS FOR COMNISSION PROCEDURE:

1. " The Cbﬁmission-shéuld rescind and révaghitggQrdef

(Decision #18267) dated July 8, 1948, fining Yates Heywood
$500.00, and revoking the Certificate of Convenience and
Necessity for the following reasons:

A. To revoke the Certificate of Convenilence
..-and.Nocossity would allow Yates Heywood =~
--~%o turn the key on the water company and
- leave the entire town of Show Low high

- &nd dry and put the utllity out of the
~reach of control by either' the Corporation
- Commission or the Courts. It would make:. .
~of the water company a private business to be .
- continued or discontinued at the’ whim of the -

owners, Mr. Yates Heywood's statements be- ‘
fore the Commission and the entire record of
this utility indicate the lack. of sends of
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”respdnaibility to’:the town of Show Low

- and the probability of a complete  shutdown
~eocurring should the decision revoking the

ICert: ste become effective, - So long o8

~ theé ut Aty remains certificated, they. may
“not,as a matter of law, abandon service

...until so allowed by the Commiss*on or a
CCourt, and any attempt to o do could and
“wouldr be,promptly_and summarily enjpined.

- .  .Be . The. portion of the decision, levying the
¢ ' —wnfine .ought. also.to be revoked. for the
“ : ' S . reasons. that the record shows no valid
- order: ‘issued to Yates Heywood nhow pend-
.- ing with which he has not compliéd; (the
- last valid uncomplied with order was;-for
~ _reason unknown, canceled by thé Commission
- - .some weeks. later) there is some doubt as
%0 -whether-the - fine-was kegally dovied
: - upon Yates Heywood when it might more prop-
: - : . erly have been levied agpsinst. Feywood :
N - Utilities, Inc.; end, most important, this
/ .problem cen best be worked out in an at=
mosphere of cooperation 1nstead of . recrim- :
. 1nati°no N . :

+ Ce .This Degision (A8267) and orders con-'
" 7tained therein should be revoked in-
. strict compliance with Sectlion 69-24%,
U E248, ACily, 1939, giving theCommis~
.sion such power. It shomld be'noticed
to the Heywood Utilities, Inc., end
Yates Heywood glving them opportunity
to be heards They will probably not
take this opportunity as such revoca-
 ‘tion of Decision #18267 is what they .
. want cthus far, but still: the ‘statute
- should-be .strictly" complied with.,.
" Their petitlion for rehearing which
- protests the declsion should be ‘grant-
. ed at the same time and probably no
- rehearing will be necessary for the-
" same reason._ .

-~

o 2. At this stage, no receiver ought be aPpointédvforsx
. ‘the reason that there is no “pending litigation as per the
/ \ ‘ | _ _
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reQuirementu of the Recelivers' Statutes (Section° 22-301 and s

ff) ““there ere no qualified parties who are also disintercst=
- 6d-Yitio- could or-would act-as receiver; thore is very little
_to recelvo. as most of the corporate assets are not in the
~corporate-name; there is no way to show that a receiver is .

__necessary to protect the property of Heywood Utilities, Inc.,

a8 pérY Sectlon 82+301; 'no  bonding company would supply e -Tes.
-eoliverls bond. (8600“22~305) when the possibility of lawsuilt
against & Péceiver would be so imminent and the legality of
'hé rocelvership so dublous, nor would anyons in his rlight

~_mind-accept such receivership for the same ressons, (Section:

53-1009: probably does not apply to public utilities but only

- to investment companies.)

R Certain of the- interested businessmen of Show de o
employed Mr.- Joseph Judge, a Tucson attorney and Show

~ Low property holder, to répresent them in these matters, It
is the recommendation of this office that the people in Show -
Low.diseuss among thenselves and with their attorney the
‘various possible alternative solutions to the problem of
wster, recopnizing: 4hat -(a) ~8Show Low 1s a growing community
“which ¢an 111 afford suchwater problems; and (b) That :
‘nejther the Corporation Commission nor the Attorney General's
Office can dig wells, run water companies, erect.storage

'3 Yeonks, etc. Neither can the. Commission nor this office oper-
~ate in ‘a vacuum. - TAY1 we esh do is to cooperate to the. fullest ..
Q extent of the lam with any sound solution presented to us.

Some of the possible alternatives that Show Low .
shoula consider ares

CAs Private purchase of ‘the companye Mr,
Sutter informs me the Heywoods are
N ready to oonsider any reasonable offer,

B, Formation of a municipality and a :
-qgwemunieipal water company by vote of the o

. ?mined‘byw16-604 and related sections.
- (This would require incorporation of
the tovm.)

C. Addition of private cspltal from Show
.. Low residents to the present utility
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satisfectory :
. Comnission to increase and improve
~--80rvice - ‘ebility on the part of tho
oo Gommigsion to levy fines, once a valid -
~--order is entered which 1s not complied
. with within reasonable time,
- 'mission, however, dare not cancel the
- certificate which would only have the

Hon. Wilson T. Wright
'sifAriZOhgiGorponétiOn?GommiSSion

,'Page~six,: R
October .22, 1948

to give the townspeople participation
“In matiggemont end the opportunity to
u-aidfinpeyﬁanSan_and improvement.

«Furthgrjgbmplaints"against the present

utility when service again becomes un-~
%y =~ further orders of the

The Com-

'~f*6ffeét of leaving Show Low completely

F.

- stranded. -

Formation of an entirely independent

~end private.watér system by the. people
~of Show Low with the hope that such
-8ystem would get the Heywood franchise -

or another.

‘As-no performance bond would be given
by the utility now operating (having -
“been so.advised by Mr. Sutter, the

‘attorney far the company) the people

“ “6Tlsh6“'E°W might inspect the rates

‘He

\ :
‘ll'/ ' 4.

assets of the present
Section €9-236,

- CONCLUSION;

~novw being charged, the background

of Mr, Vhite, and determine if they
want to pay excessive water rates
on the hope of expansion by the

| present utility,

- Private sult by parties damaged by

the utility under Section 69-254,

Other possibilities which ought be.
- suggested and formulated by the parties

concerned,

The Commission ought, bn'its»oﬁn motion, order the i
utility transferred to the company under e
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initiative, the plan, ete,, mus t come from Show Lov..
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A1) the. Commission and this office-dande*iswccopereui*"’;*

-ate to-ald the people of Show Low in getting a satisfactory
.. Water system for themselves, | , Wl
- .80e. But.we can neither build, buy nor run water.companiess The. =~

Tois we are willing and eager to

Kiﬁdést‘peféaha1 fegards, 3

o E ""Very truly‘yoﬁré5'y

 EVO De CONCINI =
Attorney General -

EDWARD. JACOBSON .
Assistant Attorney Genoral

.~ Joseph. Judge
oWme Huso

- John Scott
-~ Joseph. West

- Bric Marks, Point Pony Lodge, Show Low
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